The subject of this research is empirical analysis of the factors which have influence on economic growth, whereas the main aim is to suggest adequate ways to overcome problems. 
Introduction
Budget is the basic public document/act which regulates the process of financing all state functions (Đorđević, Ignjatijević, 2013) . When the state functions have been precisely determined, the state starts the process of financial planning. In order to secure the process of financing public services, a country needs to have a special document which regulates the process of financing all of the state responsibilities (Jelčić, 1990) . Most economists believe that a budget should provide balanced economic relations with its orientation. Gorčić (1990) emphasizes that the criterion for evaluating the policy of budget revenues and expenditures is actually their influence on employment, prices, economic development and payment balance.
With the development of modern macroeconomic theories, budget balance as a primary goal becomes replaced. What is advocated is the deficit budget financing as "the only way to increase economic growth, propel the development of a stagnating economy and alleviate the problem of unemployment" (Despotović et al., 2011) . Budget deficit is a result of increased expenditures, decreased revenues, or increase of both expenditures and revenues with a much faster rate of increase in expenditures. Referential values up to 3% share of budget deficit and up to 60% share of public debt in gross domestic product have been chosen for the simple reason that it has been found that they truly enable the stability of prices in the long run, assuming the average economic growth of 3% for GDP and inflation rate at 2% per annum (Đorđević, Ignjatijević, 2013) . The functioning of modern economy is very complex, with a lot of necessary information. The analysis of so-far fiscal policy shows that the measures and instruments of fiscal and monetary policy are only partially effective, in terms of securing a certain level of production, employment and consumption, while the results of action targeted at decreasing fiscal deficit are very poor. Financing deficit has until now proven to be insufficiently effective for increasing economic growth and modernization of economy. The rise in budget deficit in all economies was followed by a constant growth of public debt which is supposed to cover it (Komazec et al., 2009 ). In the period between the years 2000 and 2008, GDP was continuously growing, which, coupled with budget revenues, lead to a decrease in public debt. At the end of the first quarter 2011, public debt of the state equaled 12.7 billion euros which was an increase by 539.1 million euros compared to the end of 2010. In the structure of public debt, there was an increase in internal debt by 717.3 million and a decrease in the share of external debt by 178.2 million euros. Budget deficit in Serbia amounted to 6.7% at the end of the 2012 and so it has remained at this lowest level for the past ten years. In this research, we started from the hypothesis that a deficit financing limits economic growth and the inflow of FDI can not provide long-term economic growth. Therefore, the subject of this research is the analysis of the influence of factors on GDP. We have dynamically observed the causes of budget deficit and analyzed its influence as well as other factors' influences on the growth of GDP, wishing to suggest adequate measures to mitigate the problem. In the introduction, the subject of research is defined and the condition of the budget deficit and economic growth in Serbia is pointed out. In the literature review we presented the researchers whose conclusions are relevant for our study. The method of research is defined bellow. In the fourth section the results of research are presented, which will be discussed in the fifth chapter. Finally, in conclusion, measures for overcoming the limiting factors of economic growth are suggested. Saleh (2003) focused on theoretical debates and empirical studies of the influence of macro-economic variables on budget deficit. Empirical research results indicate a strong negative influence of public consumption whereas public investment consumption has a mild positive influence. Analyzing the relation between the budget deficit and current account deficit, this author confirms Keynes' attitude, according to which the process of stimulating state consumption increases import and so brings about the current account deficit. As stated, the main result of empirical research shows that the financing of budget deficit through monetarization leads to inflation. David (2009) points to the influence of tax income on production and overall welfare. This author emphasizes that imposing taxes decreases investments, people save less and so banking systems have fewer resources at their disposal for granting loans. As a consequence, this negatively affects production and decreases new tax income. Safdari et al. (2011) in their study point to the negative influence of population growth and budget deficit on private consumption. Authors conclude by saying that increased state consumption raises aggregate demand and so public consumption has a positive influence on private consumption. State governments with budget deficit finance their needs by increasing taxes or borrowings, due to which interest rates increase and the overall price levels. Ahmad et al. (2000) confront traditional to modern approaches when it comes to the effects of state consumption. In traditional view, high state expenditures lead to increased public demand for goods and services, the consequences of which are increased interest rate and increase in the price of capital. In modern approach, state consumption is seen as a stimulus of investments. Research results indicate that openness is considered to be a favorable factor for the developing counties, while for the developed countries openness is not such an important factor for investments. Saad et al. (2009) analyze the effects that budget deficit and other macro-variables can have on the demand for money. From their study it is evident that "co-integration test results indicated that a cointegrating vector is detected among real money demand, budget deficits, government expenditure, interest rate, consumer price index, and GDP. Hence, there is a long-run equilibrium relationship in the money demand function. generate budget deficit and a rise of long-term nominal interest rates. Research results suggest that such policies "along with the huge federal budget deficits and higher interest rates that are being forecasted for the U.S. in coming years, will decrease the rate of per capita real GDP growth in the U.S. Clearly, the latter will compromise U.S. living standards".
Literature review
Tekin- Koru et al. (2003) analyze long-term relationship among budget deficit, inflation and monetary mass. A direct relationship between budget deficit and inflation is not legitimate in the case of Turkey. Empirical results do not support the theoretical approach that inflation is a result of active monetary policy which is targeted at maximizing seigniorage revenue. However, "this mode of deficit financing leading to the creation of near money with very high real interest costs and heavily restricted scope for an effective monetary policy may not be sustainable as the government securities-broad money ratio cannot grow without limit"(p. 595).
Sill (2005) tested whether there is a connection between budget deficit and inflation. This author emphasizes that monetary policy is used in order to harmonize budget deficit and that it is crucial for the influence of budget deficit on inflation. A logical question to be raised here is why in some countries budget deficit is connected with inflation while in others it is not. The author of this study, nevertheless, focused on inflation as a consequence of budget deficit. The author explains that "developing countries, however, often require revenue from seigniorage to meet their fiscal financing needs. Thus, these countries tend to show a strong link between fiscal deficits and subsequent inflation". Daly et al. (2009) analyzed the influence of budget deficit and real exchange rates on the current account balance of payments. They emphasize that there are more ways for budget deficit to lead to a trade deficit. With "flexible exchange rates, an increase in government deficits would induce an upward pressure on real interest rates, causing capital inflows and thereby raising the foreign exchange value of domestic currency (i.e. an appreciation in real exchange rates)". Fiscal incentives increase the nominal income and worsen the current account balance. On the other hand, budget deficit increases domestic consumption and brings about the expansion of import. Demir et al. (2008) analyzed the influence of public debt on macro-economic stability. By means of empirical research, authors found that there is a negative influence on interest rate, GNP and inflation rate. However, "among public domestic borrowing and GNP, it is available an opposite direction correlation". Fatima et al. (2012) analyzed the influence of budget deficit on economic growth. They concluded that state governments should use all available resources in order to overcome the problems of budget deficit, alongside with controlling money supplies and limiting further borrowings. Baro (1979) also dealt with the influence of budget deficit on economic growth and this author's research results indicate that there is a positive correlation. As opposed to these studies, Huynh (2007) showed on the example of Vietnam that there is a negative influence of budget deficit on economic growth. The relationship between budget deficit and investments was also analyzed by Bahmani (1999), Ghali et al. (1997) , who showed that there is a strong influence of budget deficit, which according to these authors contributes to an increase in economic growth.
Methods
Regression analysis was used in the study in order to analyze the empirical relationship among personal consumption, inflation, real exchange rate, foreign trade balance, FDI, budget deficit and economic growth. At the same time, is observed the influence of economic growth, public debt, FDI, inflation, openness of economy and personal consumption on the movements of budget deficit. One of the main variables is GDP per capita, which is at the same time an indicator of market size (Cannonier et al., 2007) or market development (Kolstad et al., 2004) . As a measure of the price of unchangeable goods and importing prices we will use the exchange rate. Inflation rate is a significant macro-economic indicator, export and import are important indicators of foreign trade balance, and value of public consumption is an indicator of the role of government, whereas the sum of export and import (total foreign trade turnover in GDP) is a good indicator of economic openness. It is logical to expect that increased FDI influx will cause a decrease in public revenues from privatization (Flexner, 2000) . In theoretical considerations, the following models are used: Where, β0, β1, β2, β3, β4, β5, β6 are the respective parameters.
Data and empirical analysis
In the period after 2000 a high degree of trade liberalization and capital balance, macroeconomic stability and privatization of the financial sector were achieved. In the analyzed period, public finances of the Republic of Serbia were consolidated, from the revenue and expenditure side of the budget (Galjak, Bošković, 2015) . The consolidation of internal and external debt affected the decrease of fiscal deficit from a 10% GDP in the year 2000, to a 4.2% GDP in the year 2009, with a rising trend in 2012 (6.7% GDP). High fiscal deficit during the ten-year period is a result of a low level of collected taxes and perhaps great demand for state action and public goods. Additional pressure to increase state consumption was the result of transition, or, more precisely, increase in unemployment. A high level of deficit reflected on the amount of public debt. The state compensated for the lack of revenues by privatization and selling the state property, whereas the necessary amount of money was obtained by taking a loan. Besides taking loans from banks and other financial institutions, the state started issuing securities and assuming responsibility in the form of warranties (Krstić, 2016) . Although trade liberalization and integration into international product and financial flows affected capital influx, in the recent past Serbia was faced with a lack of domestic and foreign capital. Domestic savings are insufficient for maintaining a constant economic growth and servicing foreign/external debt. Foreign direct investments have somewhat increased in the last few years compared to borrowings from abroad, and due to an increase in final consumption, foreign trade turnover also increased i.e. import of goods and services. The influence of trade openness on economic development has been achieved through FDI and increased work productivity. Current account deficit has been financed by foreign capital, in the form of loans and FDI (Vukša et al., 2015).
We have already pointed out that the influence of factors varies from one country to another. Wishing to observe and analyze the influence of factors on the economic growth of Serbia, we analyzed the influences of income, public debt, primary money, real exchange rate, inflation, personal consumption, foreign trade deficit, FDI and budget deficit. In the continuation of this study we provide the results of regression analysis - Table 2 . We have simultaneously observed and analyzed the influence of factors on the budget deficit. We have found that 91,75% of changes in budget deficit can be accounted for by changes in all factors. The empirical level of F distribution is 7.417031, which is higher than the critical value (Significance F -0,03646). 
Source: Authors' calculation
The result of F distribution shows that this value is not coincidental but rather significant for the anticipation of budget deficit movement. T -statistics shows that the value of public debt is the most significant for the anticipation of budget deficit movement. GDP has a positive influence in the budget deficit. 1% of the increase in GDP will lead to an increase in budget deficit by 1.14372 times. Personal consumption is an important factor of economic tendencies. An increase in personal consumption will trigger an increase in budget deficit by 3.393 times. An increase in FDI and trade openness will lead to a decrease in budget deficit. It is important to emphasize that an increase in public debt has a very strong influence on the movement of budget deficit. Its increase will trigger an increase in budget deficit by 2.3399 times. A significant factor of public debt sustainability of Serbia is a structural change and a decrease in the scope of public consumption. It is necessary to decrease the share of consolidated public expenditures in order to decrease the share of fiscal deficit in GDP. It is possible to stabilize the budget deficit by new borrowings under more favorable conditions or by printing money.
Results and discussion
As we see in the literature review a number of authors have researched this relation. Our intention was not to revise the mentioned model, but primarily to observe all aspects which are relevant for our economy.
Tekin-Koru, Özmen (2003) have shown the negative impact of inflation on economic growth, which was in line with our results. Our results are in correlation with the conclusion by Fatima et al. (2012) about the negative impact of the budget deficit. A negative influence of budget deficit on the growth of GDP is primarily a consequence of transition and increase in unemployment. A long period of decreased economic activities and smaller budget revenues has had an unfavorable effect on the amount of budget deficit. Research results of the influence of factors on budget deficit indicate a high interdependence between the increase of GDP and budget deficit. On one hand, an increase in public consumption leads to an increase in aggregate demand and GDP; while, on the other hand, precisely the increase in GDP triggers an increase in budget deficit. Insufficient resources and lack of finances in the budget have partly been compensated for by privatization, and partly by new borrowings. An increase in budget expenditures contributes to an increase in aggregate demand (Sefdari et al., 2011). However, an increase in budget deficit stresses the need to collect more financial Personal consumption is an important factor of economic developments. A decrease in demand for consumption goods will trigger a decrease in demand for investment goods (Ignjatijević, 2011) . A decrease in investments brings a decrease in production, rise of unemployment and, as Keynes claims-a fall in demand triggers great depression (Rosić, 2003 Anderson et al. (2004) . However, there is also a negative influence of a large and ineffective public sector which limits the positive effects of FDI.
Conclusion
Research results indicate that the presented models are highly relevant for anticipating the developments of economic growth and budget deficit. We have found that there is a negative influence of inflation on economic growth. The state tried to decrease public debt and stabilize budget deficit, which triggered inflation through the process of monetization. We have also found that budget deficit has a negative influence on economic growth, which is in accordance with the hypothesis. The reasons for this should primarily be sought in insufficient resources. With the aim to stabilize the macroeconomic situation and public debt, the state increased public expenditures, which, coupled with limited revenues, resulted in the increase of budget deficit. Trying to overcome that situation, the state created development projects, using financial resources gained from privatization and a part of FDIs to cover the budget deficit. No favorable trade structure and institutional deregulation of a state in transition seemed as a favorable situation for this possibility-alternative. Since the resources were not used in the real economic area, they did not contribute to the production increase and thus the increase in budget revenues. On the other hand, a bigger financial burden, with the purpose to decrease the budget deficit, triggered the decrease in available income, personal consumption and eventually the fall of GDP. We have proved the assumption that an increase in budget deficit enhances the foreign trade deficit and influences the expansion of import. Personal consumption has a positive influence on the movement of GDP. Contrary to our expectations, FDI have a negative influence on economic growth. In the course of our research, we found that the public debt and personal consumption are significant factors for the movements of budget deficit. We can conclude that the budget deficit was further increased due to obligations related to the servicing of public debt. The state can thus choose between entering into a new debt agreement under more favorable conditions and printing money. If in the following period interest rate becomes higher than the growth rate of GDP, this will lead to a further increase in the value of budget deficit and public debt. In the coming period, Serbia has to take advantage of the available resources. From the perspective of overcoming the foreign trade deficit, FDI should be directed towards export-oriented production and primarily use the comparative advantages of food and textile industries of Serbia. Obeying international agreements and stronger integration should bring positive effects in the economic growth. Primarily, Serbia needs to control the public debt in order to decrease the scope and structural changes of public consumption and also to decrease the share of budget deficit in GDP. The control of budget deficit will have a positive effect on economic growth. Hence, with a change of the existing structure of public consumption, rather than further indebtedness, it is necessary to decrease the budget deficit. The government can initiate an increase in direct and indirect taxes, but cautiously, so as not to bring about the decrease in personal consumption and thus investment consumption and slowdown of economic growth. Logically, what remains is the expenditure side of the budget. The continuation of reforms in the public sector and bringing of new law on public enterprises and public purchases and acquisitions/tenders are of primary importance. New law related to public enterprises and public acquisitions and competitions should be the priority. In the coming period, particular attention should
